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The economy of Botswana  
Since the drought of 1961/65 Botswana has experienced a high growth rate. The drought had a 
disastrous effect on the livestock sector, at that time a key part of the economy, but since then 
the GDP at constant prices is estimated to have risen nearly fourfold in twelve years (from 1966 
to 1978), with a growth rate approaching 12% per year. 
The growth of the economy, which began with the recovery of agriculture, has since been based 
on the development of mining. In 1971 a diamond mine was opened at Orapa, with an initial 
output of 2.35 million carats which was to climb to 4.5 million at full capacity; a second diamond 
mine followed in 1976 at Letlhakame, with an annual output of 320,000 carats (400,000 
projected for 1979). A copper and nickel mine and smelting works came into operation in 1974 
under somewhat difficult conditions (output reached 40,000 t. in 1978). 
 
In short, mining production, which was virtually nil in 1970, represented 13% of the GDP in 
1977, the last year for which national accounts are available. Its importance will continue to 
grow in the future, with the opening of a third diamond mine at Jwaneng where output, starting 
at 3.5 million carats, is projected to rise to a maximum capacity of 6 millions, thereby overtaking 
production from the two mines currently worked and placing Botswana amongst the foremost 
diamond producers of the world. The development of further mineral resources also appears 
probable. A Japanese company is to prospect for copper deposits in the northeast. Coal fields 
and sodium deposits have already been discovered, but their development has been held up for 
want of outlets. Nevertheless, a small tonnage of coal is mined for the generation of domestic 
electricity supplies. 
The second driving force behind expansion, indirectly linked with the development of the mining 
industry, has been public demand. The government has pursued a strenuous programme of 
investment on a vast scale in order to equip the country with the public services and 
infrastructure necessary for its development. In 1978 public expenditure was six times higher 
than its 1970 level, showing an annual increase of 25%. It represented over a third of the GDP 
in 1976/77. Expenditure on development, excluding loans to parastatal enterprizes, amounted to 
half the overall budgetary expenditure between 1972 and 1975, and was still 40% in 1978. As a 
result the construction and public works sector (buildings, water and electricity) has grown 
rapidly. Its contribution to the GDP in 1977 was 12%, whereas it had been only 8% ten years 
previously. 
Throughout this period the needs of the Treasury were for the most part (80%) met by soaring 
current tax revenues, two thirds of which were derived from-mining royalties and revenue from 
the Customs Union with South Africa, Lesotho and Swaziland. Botswana also received aid from 
foreign governments and contracted loans abroad, particularly to finance mining projects. For 
many years the Treasury enjoyed considerable financial leeway, with revenue substantially in 
excess of expenditure. As a result its bank deposits grew from 7 million to over 50 million 
pulas1 from 1972 to 1976. Subsequent budgets seem to have been implemented under 
somewhat more orthodox conditions, with revenue and expenditure (both current and 
extraordinary) balancing in 1977 and 1978. 
1. One pula = $US 1.21 
 The economy has always been rather externally oriented. During the years prior to the 
development of the mining sector Botswana already exported over a third of its GDP, whereas 
imports amounted ' to half the GDP. Almost all its export earnings at that time consisted of 
livestock products. The recent process of economic change has accentuated this external 
orientation. Depending on the year, imports now represent 60 to 70% of the GDP, and 
Botswana exports more than half its GDP. Of these exports meat and diamonds each make up 
one third, while the remaining third consists of copper and nickel. The tirade deficit, which stood 
at 50 million pulas in 1974 and 1975 (c.i.f. imports), head been reduced to 30 million in 1976 as 
a result of the development of mining exports. However, it has since worsened considerably, 
owing partly to the growth of imports and partly to the fact that exports have levelled off—copper 
and nickel fell back in 1977 and meat in 1978. Apparently the trade deficit reached almost 120 
million pulas in 1978, i.e. some 38% of the GDP. 
 Balance of payments in Botswana.  
Millions of Pulas 
  1971/72 1973/74 1976 1977 
Goods and services – 41 – 38 – 58,6 – 65 
Unrequited transfers + 8 + 7 + 46,9 + 76a 
Balance on current accounts – 33 – 31 – 11,7 + 11,0 
Capital (non monetaryb) + 47 + 52 + 28,1 + 3,4a 
Monetary capitalc (– = increase) – 14 – 21 – 16,4 – 14 4 
a. In 1977 : 34,7 millions p. of government loans converted into grants. 
b. Including errors and omissions. c. Including adjustment for exchange rote variations. 
Source: Ref. 5 
Little data on the balance of payments are available1, since until recently Botswana was totally 
integrated within the rand monetary area. The current payments deficit, which had been 
estimated at around 30 million rands in 1973/74, was believed to be no more than 11 million 
pulas in 19772 This favourable trend largely fails to reflect the deteriorating trade balance deficit. 
It is probably due to a substantial increase in foreign aid (unrequited transfers), which surged to 
an even higher peak in 1977 owing to the cancellation of Botswana's debt to Canada and 
Sweden of 35 million pulas, which reduced the net inflow of capital by that amount. In the early 
1970’s Botswana's balance of payments showed a deficit trend in goods and services and a 
large influx of long-term private and public capital used to finance capital and inventory 
investments which constituted half the GDP (40% in 1976/77). Although contradictory, recent 
data seems to show that the influx of long-term capital has tended to fall away, while unrequited 
transfers have shown relatively substantial increases. 
1. Moreover, the data relating to 1976 and 1977 are conflicting. 
2. When the 1976 currency reforms were implemented the exchange value of the pula and 
the rand was set at parity. 
Nevertheless, the overall balance has continually shown a surplus, enabling the external assets 
of the banking sector as a whole to rise. Most of these assets, which were previously handled 
by commercial banks, came under the control of the Bank of Botswana as a result of the 
monetary reforms of 1976, which sanctioned the inauguration of the pula and the central bank. 
They amounted to over 100 million pulas by the end of 1978, providing a support for more than 
half the overall money supply. 
Despite Botswana's high degree of external dependence, especially on South Africa from whom 
she obtains 80% of her imports, the rise in prices, which had been moderate during 1970–73 
(plus 2% p.a.), was again held within reasonable limits as the country's economy felt the 
repercussions of worldwide inflation. The cost of living at Gaborone, the capital of Botswana, 
rose by 12% per year from 1973 to 1978, a rate close to South Africa's rate of inflation. The 5% 
re-evaluation of the pula in 1977 was primarily intended to reduce the effects of this imported 
inflation. 
To sum up, the growth of the economy, which raised the GDP per capita (expressed in terms of 
1977 prices) from 166 to 430 pulas3 between 1967 and 1977, has occurred under favourable 
conditions as regards general equilibrium. However, the growth rate, which was over 20% per 
annum between 1968 and 1973, slowed down considerably from 1974 to 1976, leading to a 
recent trough. The GDP (at constant prices) is estimated to have fallen by 4% in 1976/77, and 
again in 1977/78 (ILCA estimates). The recession would appear to have begun in the non-
mining industrial sector, and was prolonged by the impact of the foot-and-mouth disease (FMD) 
outbreak, which affected not only the agricultural but also the manufacturing sector. 
3. i.e. $ US 520 in 1977. 
 
 Moreover, the boom which occurred between 1968 and 1974 did not really involve the local 
population. The highly capital-intensive nature of the mining industry has restricted the creation 
of jobs, so that although the total work force absorbed by the modern sector has doubled in ten 
years, it was still barely over 62,000 in 1977, i.e. only 16% of the working population. Three 
quarters of the working population are still relegated to subsistence activities in rural areas, 
while approximately 50,000 workers continue to find employment in South Africa. Furthermore, 
Botswana is a semi-arid country poorly suited to crop production. The prime agricultural 
resource, the national cattle herd, is owned by a small proportion of the population. 
Consequently, according to the results of a 1974/75 survey on income distribution in rural areas, 
a mere 11–16% of the income in the poorest households was derived from agricultural and 
livestock activities, while half the rural population lived below the threshold of absolute poverty, 
which was then estimated at 700 pulas for a family of six. 
  
Agriculture  
Under 5% of the land receives enough rainfall for crops to be grown. Annual rainfall, which 
occurs between November and April, varies between 250 mm in the southwest and 650 mm in 
the northeast. The cultivated area in the east harbours the majority of the population. The 
principal crops are cereals (sorghum and maize), a few pulses, and oilseeds (groundnuts and 
sunflower). Botswana would be able to grow a greater variety of crops if the potential for 
irrigation (estimated at some 15,000 km2 of land) in the Oka-vango-Chobe region of the north, 
containing Botswana's two perennial river systems, were to be realized. However, for the time 
being this isolated outback, part of which is permanently flooded, remains unexploited. The 
1976–81 development plan nevertheless includes a small plantation of irrigated rice to be 
established in this area. 
Variations in rainfall, hectarage planted and production of cereals.  
 Agricultural output varies considerably. The risk of poor harvests is high owing to the 
considerable fluctuation in rainfall, both from one season to the next and within the same 
season, and to the high level of evapotranspiration. Cultivation is mostly by animal traction, but 
only a small proportion of farmers possess their own draught oxen. Because of the unequal 
distribution of livestock, many farmers are obliged to hire or borrow animals for ploughing, thus 
risking late sowing and low yields. 
Average cereal yields in a normal year are in the order of 300 kg/ha and probably do not exceed 
400 to 500 kg in good years. When the rains are inadequate they fall to negligible levels. In poor 
years, some farmers give up cultivating their land. As a result cereal production, which reaches 
80,000 to 100,000 t. in good years, falls to only a few thousand tonnes when the rains are 
inadequate, e.g. 5,000 t. in 1965 and 11,000 t. in 1970. The production of pulses is estimated at 
around 15,000 t. in a normal year, while that of groundnut and sunflower seed is less than 
10,000 t. 
Between 1974 and 1978 rainfall was higher than usual; cereal harvests reached record levels in 
1974 (103,000 t.) and 1976 (123,000 t.), decreasing to around 80,000 t. in 1977 and 1978. A 
noteworthy feature of recent years has been the rapid progress in the production of maize, a 
crop which is less resistant to drought than sorghum but which, until recently, occupied a 
marginal position in domestic cereal output, being largely imported (mainly from South Africa). 
Maize output was over 60,000 t. in 1976 and 40,000 t. in 1977. During the 1978/79 season 
rainfall was poor; the 1979 harvest will again be very poor and may only just reach 20,000 t. 
The majority of output is destined for consumption on the farm. Until recently opportunities for 
marketing agricultural produce were little developed and local storage capacities were minimal, 
which made the traditional system highly dependent on the overall conditions prevailing in South 
Africa. Moreover, the only organizations responsible for the distribution of agricultural inputs, 
were the livestock advisory centres run by the Division of Veterinary Services, which sell 
veterinary requisites plus bonemeal, salt, wire, nails, etc. These constraints, which hampered 
the marketing system, also constituted a brake on the development of output. An agricultural 
marketing board (BAMB) was set up in 1974 with the aim of solving these problems, and 
primarily in order to offer farmers the chance to dispose of their products at mixed prices. BAMB 
took immediate steps to set up storage depots, but subsequent purchases in the first few years 
of its existence involved only limited quantities: 5 850 t. of sorghum in 1974, less than 2,500 t. in 
1976 and 1977 (i.e. under 5% of production) and a few hundred tonnes of pulses and 
groundnuts. 
In addition to setting up the BAMB, the government also took a number of measures to promote 
the development of crops. Its target is to achieve self-sufficiency in food. Research has been 
undertaken on the choice of relevant technology to improve yields, taking into account the 
constraints which hamper small-scale farms. Efforts have also been made to improve the 
distribution and credit facilities for agricultural inputs1 , and to set up small-scale processing 
plants (cereal and oilmills etc.). The expenditure allocated for these purposes nevertheless 
seems rather low: it was evaluated at only 5 million pulas during the implementation of the 
1976–81 plan, out of a total of 26 millions devoted to agriculture and 322 millions for the 
economy as a whole. 
1. Loans are distributed by the National Development, Bank, and are primarily used for 
investment in tractors, boreholes, livestock, etc. 
Animal production 
Three quarters of Botswana consists of rangeland, so that livestock constitute the principal 
agricultural resource, contributing 80% of the value added by agriculture. During the 1962–65 
drought the cattle herd fell to 1,230,00 head. It has since been built up again as a result of 
adequate rainfall and the development of water resources. In 1977 the number of cattle and 
small ruminants was estimated at 3,350,000 and 1.8 million (compared with 460,000 
sheep/goats in 1965) respectively. The ratio of L.U.'s to human inhabitants is currently 
estimated at 5:1, the highest in Africa.2Moreover, average liveweight in adult cattle is taken as 
450 kg in Botswana, whereas it is under 300 kg in most parts of tropical Africa. 
2. On the basis of 1 L.U. = 1 mature head of cattle or 6 sheep/goats. 
Over 50% of farmers possess no livestock, whereas a small minority, who earn their income 
mainly from the raising of livestock, own half the herd. As noted above this situation leads to 
gross inequality in the distribution of income in rural areas. Some 350,000 head of cattle are 
reared on private farms. These farms also buy cattle from the northern tribal grazing areas as 
immature stock for finishing. They contribute substantially to the economy by providing a large 
proportion of the output marketed: up to 50% of the cattle processed by the Botswana Meat 
Commission (BMC). The Bardanjo area is the biggest producer. 
Cattle production is for the most part (50 to 70% depending on the year) exported in the form of 
fresh or frozen meat, whereas small ruminants, which are less unevenly distributed, are oriented 
towards domestic consumption. Botswana exported an annual equivalent of 200,000 cattle in 
1976 and 1977, as against approx. 100,000 in the early 1970's and 90,000 ten years previously. 
Under the Lomé Convention Botswana is entitled to a meat export quota for the EEC market, 
which enabled her to export 17,360 t. of boneless meat to Great Britain in 1976. Botswana also 
sells carcasses and meat to South Africa and a number of other African and European 
countries. 
 
This situation, a highly unusual one for a country still largely oriented towards traditional 
livestock production, hinges on the ability of the authorities to control livestock diseases 
(especially FMD1, and maintain high standards for slaughter at the Lobatse plant. The latter is 
owned by the BMC, a parastatal organization with a monopoly on slaughtering for export. FMD, 
which is endemic in wild herds of buffalo and in neighbouring countries, is controlled in 
Botswana by a combination of annual vaccination campaigns and a systematic division of the 
country into sanitary zones. The movement of livestock between zones, is controlled by means 
of cordon fences and quarantine camps. Infected areas are immediately isolated whenever an 
epidemic breaks out, and a ban on the movement of livestock is applied for the following six 
months after the epidemic has been brought under control. 
 An epidemic of FMD broke out towards the end of 1977 in the north and centre of the country, 
but this was reported to have been brought udder control by the beginning of 1978. Safety 
measures were brought into operation and deliveries of livestock from the affected areas were 
suspended. The Lobatse slaughterhouse was closed for two months in November and 
December 1977. As a result, the activities of the BMC were severely disrupted in the course of 
1978 when cattle deliveries fell to 149,346 (as against 197,000 in 1977 and 212,000 in 1976), 
leading to a sharp decline in meat exports. Moreover, the EEC suspended imports from 
Botswana for a period of ten months between November 1977 and June 1978, leaving the BMC 
to sell only to the less lucrative market of South Africa. As a result, meat exports from Botswana 
are estimated to have fallen by nearly 50% in 1978. 
The national policy for tribal grazing land constitutes the major component of the government's 
rural development policy. It has three main tartlets: to stop overgrazing and degradation of the 
range-lands, caused by uncontrolled use of communal grazing areas by ever growing numbers 
of animals; to promote better income distribution in the rural areas; and to allow growth and 
commercialization of the livestock industry on a sustained basis. Expenditure allocated to 
livestock development in the 1976/81 development plan amounted to over 18 million pulas, 70% 
of the total for agriculture. The second livestock development project, financed with the 
assistance of the World Bank and the EEC and launched in 1978, constitutes the backbone of 
these development efforts. Its aim is to instigate the setting up of 100 commercial ranches and 
the organization of communal grazing units on the rangelands. Components in the fields of 
training, loans for cattle raisers and improved infrastructure for livestock marketing are also 
envisaged. 
Milk production, which is relatively plentiful during the rainy season, is remote from the centres 
of consumption. In pastoral areas surpluses are turned into cream for distribution to dairies or 
for export (notably to South Africa). In urban areas, on the other hand, supplies are insufficient 
to meet the demand for fresh milk. According to a survey carried out in 1978 on the marketing of 
packaged milk and milk products in 8 towns in Botswana, consumption of pasteurized and 
sterilized milk, sold through stores and institutions at an average price of 48–60 US cents/litre, 
was over 15,000 l/day (7,760 I/day in Gaborone). More than 90% of it was imported. These 
figures, however, do not take into account the raw milk produced by farmers which is not sold 
through stores and institutions. The consumption of locally produced raw milk is not known but 
is thought to be considerable. According to a 1974 survey it was estimated at 50%. 
Price indicators 
The prices of meat and agricultural products are fixed by the parastatal organizations 
responsible for marketing output, namely the BAMB for agricultural products and the BMC for 
livestock and meat. However, given the orientation of agriculture towards external markets, 
room for manoeuvre on the part of the authorities is limited. The BMC, which exports almost all 
its production, is subject to the price trends prevailing on the markets of its principal customers: 
the EEC, for quota meat free of customs duties and with 90% levy exemption, and South Africa. 
The initial intervention prices of the BAMB were based on those applied in South Africa. In point 
of fact, before the BAMB was set up the traditional system was already largely dependent on 
the southern African market, especially as regards the marketing of cereals. Prices thus tended 
to imitate those set by the South African Cereals Marketing Board, although still subject to sharp 
seasonal fluctuations. 
In 1978 producer prices for agricultural products, expressed in terms of US dollars on the basis 
of official exchange rates, were generally low in relation to those quoted on the main world 
markets. Producer prices for cereals (maize and sorghum), at around 9 or 10 cents/kg, were 
close to those paid to American producers (9 cents in the USA) but lower than those paid in 
Australia (approx. 13 cents for wheat) or Europe (nearly 20 cents in the EEC), as well as in most 
African countries. Producer prices for oil-seeds and pulses also tended to be lower than those of 
the large-scale producer countries; prices for groundnuts ranged from 44/46 cents/kg in the 
USA (wholesale price for shelled groundnuts) to 19/28 cents/kg in Senegal (guaranteed price for 
unshelled groundnuts), as against under 16 cents in Botswana. 
Prices paid to/by producers in Botswana: 1978. 
  Thebe/kg U.S cents/kg 
Agricultural products 
Sorghum 8,23 9,96 
Maize 7,55 9,14 
Groundnuts 13,70 16,58 
Sunflower 14,50 17,55 
Beans 20,70 25,05 
Beet 73,6 89,10 
Milka 10/18 12/22 
Inputs 
fertilizerb 15,3/9,7 18,5/11,7 
Unskilled labourc 100 120 
 
a. per litre, rainy season/ dry season, in 1976 
b. lime ammonium nitrate/ super phosphate 11.3% in 1979  
c. per day, ILCA estimate, 1976 
Source: Ref. 2, 3, 5, 6, 15 
The average net price for meat paid by the BMC was 90 cents/kg , higher than that paid to beef 
producers in East Africa (72 cents/kg in Kenya in 1977), but lower than West African producer 
prices (over $US 1/kg.) It was also higher than prices paid to producers in the large-scale 
producer countries. Wholesale prices for beef average 77 cents/kg in Australia, but have 
recently risen sharply. In this respect, the option extended to Botswana since 1976 of exporting 
beef onto the protected market of the EEC, with total exemption from custom duties and 90% 
exemption from variable levies, to some extent enables her cattle raisers to evade the price 
fluctuations experienced by the large-scale exporters. 
Producer prices for milk, which in 1976 were estimated to have varied between 12 and 22 cents 
per litre according to the season, apparently fall within the price range occupied by the large-
scale producers, with the EEC, 20–23 cents, at the upper end of the scale and New Zealand, 10 
cents/litre in 1976, at the lower. Botswana prices are nevertheless low in relation to the 
prevailing price of milk in most of tropical Africa. 
Agricultural price ratios in Botswana.  
  1971 1973 1978 
Beef/sorghum 8,6 8,1 8,9 
Beef/maize 8,0 11,0 9,7 
Beef/milka   6,1 5,1 
Milka/maize   1,8 2,9 
 
a. in 1976, average price  
Source: Ref .5.6.15.18 
The beef/cereals price ratio, which stood at around 9 at the outset of the present decade, rose 
abruptly to 16 in 1974 and 1975 as a result of a rise in the price of meat coinciding with a fall in 
that of cereals owing to good harvest,. During the next few years the ratio settled at around 13. 
These levels do not adequately reflect the real situation of agriculture in relation to livestock 
raising in Botswana. Livestock are reared on marginal pasture at low costs while arable 
agriculture remains particularly unproductive its yields probably amongst the lowest in the world. 
In fact the ratio reveals an undoubted distortion in the price structure of agricultural products. By 
way of illustration, a sample survey carried out on mixed farming enterprizes revealed that over 
the period 1970–76 a growing proportion of farm income in the enterprizes concerned was 
derived from pastoral activities. Returns on labour, if not capital, input were almost constantly 
higher than those obtainable from purely agricultural activities. 
 
Distortion of this kind clearly result in part from external factors. However, their effect on the 
behaviour of both crop and livestock farmers is by no means negligible, since they tend to 
encourage the development of the herd, which has shown rapid growth, to the detriment of 
purely agricultural activities. In this context the high level of cereal and especially maize 
production during recent years should probably be interpreted as resulting more from favourable 
climatic conditions than from a transformation of agriculture in Botswana. 
The beef/cereals price ratio fell back again to below 10 in 1978, following rises of 36 and 33% in 
BAMB intervention prices for maize and sorghum. The new level of the ratio is doubtless once 
again an inadequate reflection of the relative production costs of meat and other agricultural 
products in Botswana. However, its reduction to a level more in keeping with the true structure 
of agriculture in this country would seem to indicate the government's concern to provide an 
effective incentive, in line with its overall policy for self-sufficiency, to the development of 
agricultural output by adopting a more appropriate price policy. 
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